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ABSTRACT

This 2007 Strategic Transmission Investment Plan describes the major immediate actions
that California must take to develop and maintain a cost-effective, reliable transmission
system that is also capable of responding to important policy challenges such as
mitigating global climate change. The achievement of state greenhouse gas policy
objectives by the electricity sector will depend to a large degree on the interconnection
and integration of renewable resources into the state’s transmission grid. California
must overcome ongoing transmission planning, permitting, financing, and integration
barriers to accelerate the transition to a more carbon-constrained generation base. In
addition, California utilities must ensure that transmission projects that meet traditional
reliability, congestion management, and economic objectives are developed in a timely
manner. Actions are underway at the state and federal levels to address these barriers.
This document, prepared in support of the 2007 Integrated Energy Policy Report, describes
the state’s transmission challenges and provides recommendations for overcoming
them. The document also makes recommendations regarding both in-state transmission
corridor planning and in-state transmission projects.

KEY WORDS

Electric transmission, renewable energy, renewable generation, transmission planning,
transmission corridors, transmission projects, Energy Policy Act of 2005, Senate Bill
1059, Senate Bill 1565, Assembly Bill 32, Renewables Portfolio Standard, Renewable
Energy Transmission Initiative.
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Executive Summary

In addition to serving California’s growing population, the achievement of state greenhouse gas
policy objectives by the electricity sector will depend to a large degree on the interconnection
and operational integration of renewable generation to the transmission grid. Within this
framework, California utilities must also continue to ensure that projects needed to meet
traditional reliability and congestion management objectives are developed. Actions already
underway at the state and federal levels that address planning, permitting, financing, and
integration barriers to renewable generation interconnection must be assessed to ensure that
state policy objectives are met in a timely manner.

California must take immediate action. Addressing transmission project and transmission
corridor planning and permitting barriers will support California’s efforts to meet its goals of a
cost-effective, reliable transmission system capable of responding to the challenges of the
twenty-first century. The following sections provide a summary of recommended actions that
California needs to take in order to meet these objectives.

Summary of Recommendations Relating to Recent Policy
Drivers

The California Energy Commission (Energy Commission) expects the staff to continue
monitoring and participating in Energy Policy Act of 2005 section 1221 efforts to ensure that
California’s interests are adequately considered with respect to preserving states’ rights,
avoiding the designation of lands unsuitable for transmission corridors, and coordinating the
Energy Commission corridor designation responsibilities on non-federal lands with this section
1221 effort.

The Commission recommends that the California Independent System Operator (California
ISO) implement its integrated transmission planning process in a timely fashion. The
Commission will use the results of this process as a starting point for its subsequent Strategic
Transmission Investment Plan (Strategic Plan).

Once the California ISO has initiated the subregional planning process, the Commission expects
staff’s continued participation in efforts to obtain current transmission planning information
from investor-owned and publicly owned utilities and inform both the Strategic Plan process
and provisions of Senate Bill 1059 (Escutia and Morrow, Chapter 638, Statutes of 2006)
implementation strategy.

The Commission recommends that staff continue to monitor the progress and implementation
of Federal Energy Regulatory Commission (FERC) Order 890. The Commission also expects
staff to continue its participation on the Western Electricity Coordinating Council’s
Transmission Expansion Planning Policy Committee. These actions will ensure that state energy
policies and goals are addressed in various regional transmission planning processes.
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Recommendations for Achieving State Policy Objectives by
Removing Renewable Transmission Barriers

Timely Transmission Corridor Designation

The Commission expects that all necessary staff resources will be committed to ensure that the
corridor designation process is implemented by 2008 to help meet future Renewable Portfolio
Standard (RPS) deadlines with full consideration of permitting lead times.

For further recommendations related to the transmission corridor designation process see
Chapter 3, In-State Transmission Corridor Planning.

Coordinated Renewable Generation and Renewable Transmission
Infrastructure Planning and Permitting

The Commission recommends leveraging its power plant licensing and transmission corridor
designation authority, its environmental expertise, and its transmission planning and policy
experience to help guide renewable resource development in California.

The Commission further recommends establishment of a more cohesive statewide approach for
renewable development that would identify preferred renewable generation and transmission
projects in a “road map” for renewables. This road map should address the existing piecemeal
approach to renewable generation and transmission permitting and development by changing
the dynamics of these processes and shifting the emphasis from narrow interests to those that
would more broadly support a statewide energy policy perspective. Both federal and non-
federal lands should be included in this road map.

The Commission expects active staff participation in the Renewable Energy Transmission
Initiative, a cooperative stakeholder planning effort that will coordinate California’s various
renewable planning activities in a collaborative effort that identifies how, where, and when
preferred renewable generation and transmission projects should be developed. In this regard,
the Commission recommends that the plan for preferred renewable resource zones for
generation and electric transmission infrastructure reflect environmental, siting, and permitting
perspectives. This emphasis is critical because it will reduce environmental, land use, cultural
resource, and public health and safety conflicts that can delay the siting of renewable energy
projects. In addition, depending on when Renewable Energy Transmission Initiative plans are
available, the Commission recommends that the results be vetted and integrated into the next
Strategic Plan. This will ensure that the Renewable Energy Transmission Initiative accurately
reflects California’s energy policies.

Emphasis on Stakeholder Involvement

The Energy Commission, California Public Utilities Commission (CPUC), and California ISO, as
the agencies responsible for different aspects of renewable transmission and generation
2



planning, permitting and designation, should jointly implement a transparent process that
aggressively seeks to include affected stakeholders early and often as the different stages of
planning and permitting evolve. In addition, stakeholder coordination should be updated
regularly to capture changes and avoid conflicts later on in the process.

Facilitating Timely Transmission Interconnection

The California ISO should ensure that, consistent with FERC non-discrimination regulations,
generation projects in the queue for electric grid interconnection are reviewed and updated so
that they can be prioritized. To that end, the Energy Commission, CPUC, and California ISO
should work together to collaboratively identify, analyze, and remedy outstanding and
problematic issues within the interconnection queue. This may mean revising the tariff in a way
that increases efficiency while maintaining compliance with non-discrimination and other FERC
rules. The goal is that projects with the greatest potential be fast-tracked so that projects that
have languished and failed to make progress can be eliminated.! An improved interconnection
process should move viable projects forward to more favorable positions in the queue.

The California ISO should continue to approve new renewable resource interconnections before
the completion of transmission network upgrades. The California ISO should account for
market/system operation protocols under its new market structure (known as the Market
Redesign and Technology Upgrade) when performing generation interconnection studies, and
offer the option of “congestion management,” or voluntary curtailment, to grant transmission
access to interconnection customers. This would include all renewable generators, provided
those projects do not create congestion or impact existing market participants.

The California ISO should both continue to apply a clustered interconnection study approach to
the Tehachapi Project and continue to consider ways in which to embrace this mechanism
and/or other aggregated approaches for interconnecting groups of generators (in tariff language
that is consistent with the Location Constrained Resource Interconnection Policy, formerly
called the Remote Resource Interconnection Policy). As a rule, the clustered development of
renewable generators in high resource concentrations should be considered together, in one
interconnection study. Clustered interconnection studies should be faster, cost less, and be of
higher quality.

Interconnection studies performed by the California ISO should also account for the diversity of
generation output within a cluster development, and not assume that all interconnecting
generators run at full capacity; for example, thermal generators can essentially be dispatched at

! Hapner, Dede, PG&E, Transcript of the joint IEPR/ Electricity Committee April 17, 2007 Workshop on
Removal of Transmission Barriers for Renewables and Transmission Corridor Initiatives, pp. 203-205, California
Energy Commission, Sacramento, CA, <http://www.energy.ca.gov/2007_energypolicy/documents/2007-
04-17_workshop/2007-04-17_TRANSCRIPT.PDF>, posted May 4, 2007, accessed July 31, 2007.
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any level at any time. The probability that some of the generation within a cluster may not be
developed should also be considered.

The California ISO should, wherever feasible, coordinate and synchronize interconnection
studies within its transmission planning process. Better coordination would mean more cost-
effective and scaled transmission upgrades. If possible, interconnection studies should be
combined with the California ISO’s long-term transmission planning process.

The CPUC should continue to coordinate its generation procurement and transmission
certificate of public convenience and necessity processes to ensure the timely and orderly
development of renewable resources and their supporting transmission infrastructure.
Considering these issues in tandem will avoid both stranded transmission capacity and
stranded renewable generation.

Removal of Transmission System Integration Barriers

The Commission expects staff to continue directing research by the Consortium for Electric
Reliability Technology Solutions to address transmission system integration barriers to
renewable generation development. The Consortium for Electric Reliability Technology
Solutions should focus on examining the relationship between renewable integration and the
uncertainties and variables in intermittent resource load and forecasting; assessing energy
storage as a critical strategic resource for the integration of intermittent resources; reviewing
minimum load and ramping requirements, along with the dispatchability of the current
generation fleet; and finally using this information to create metrics to track progress toward the
more seamless integration of intermittent resources.

Use of State-of-the-Art Planning Tools

The Commission expects staff to continue directing research concerning the Planning
Alternative Corridors for Transmission (PACT) Lines model, developed by Southern California
Edison Company (SCE) to help ensure the timely development of a web-based, decision-
making tool for assessing alternative transmission routes, based upon environmental and
engineering values. The Commission recommends that development of the PACT tool be
accelerated, if possible, and that any funding opportunities be explored and secured that would
support its expansion.



Recommendations on In-state Transmission Corridor
Planning

Legislative Recommendations

The CPUC has failed to take action to extend the length of time investor-owned utilities can
retain transmission corridor investments in their respective rate bases; the current limit is five
years. Because this issue is critical to the success of the Senate Bill 1059 corridor designation
process, the Energy Commission recommends pursuing legislation that would allow investor-
owned utilities to retain transmission corridor investments in their rate bases for as long as the
Energy Commission designates the transmission corridor zone in subsequent Strategic Plans.

The Energy Commission’s IEPR and Strategic Plan proceedings provide open and transparent
forums where both the public and other stakeholders can discuss and consider California’s
future transmission needs. The Energy Commission’s corridor designation process provides an
open and transparent forum where the public and stakeholders can debate, consider, and
collaborate on potential corridor routes. Together, these proceedings can result in an early
determination that a future transmission line is needed, as well as the selection of a suitable
transmission corridor location. These results need to be updated as necessary to ensure that a
designated corridor or transmission line need decision is based upon the latest adopted
planning results and suitable for project permitting. Therefore, when evaluating future
transmission line projects proposed within a designated transmission corridor, the Commission
recommends that the CPUC and other permitting agencies use the Energy Commission’s
transmission corridor need determination to facilitate and expedite the need determination for
the specific transmission “poles and wires” proposed to be sited in a previously approved
corridor. The Commission further recommends limiting the scope of CPUC review to
significant impacts, mitigation measures, and reasonable alternatives within the designated
corridor that are not addressed in the Energy Commission’s environmental impact report
prepared for the designation proceeding.

Corridor Designation and Policy Recommendations

California’s ambitious RPS and greenhouse gas policy goals cannot be met over the long term
unless new transmission infrastructure needed to access renewable resource areas is permitted
in a timely manner. The Energy Commission encourages Senate Bill 1059 corridor applications
that request corridor designations on non-federal lands that would also provide access to
renewable resource areas. Furthermore, the Commission should designate, on its own motion,
corridors to facilitate the development of both transmission and renewable resources while
ensuring the protection of public health, public safety, and the environment.

The Energy Commission’s work with state and federal agencies in the Energy Policy Act of 2005
section 368 process is a model of successful stakeholder collaboration. The Commission
recommends continued coordination with federal, state, and local agencies and Native
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American tribes to understand their concerns and determine where complementary state-
designated corridors can be aligned with federally designated corridors. The Commission
encourages Senate Bill 1059 corridor applications requesting designation for corridors on non-
federal lands that would either interconnect with existing federal corridors or with proposed
federal corridors identified under Energy Policy Act of 2005 section 368.

As California’s population continues to grow, land use and transmission line siting conflicts
will become more contentious. The Energy Commission supports upgrading facilities within
existing corridors and recommends preserving existing corridors as a preferred method of
expanding transmission while avoiding environmental impacts associated with greenfield
development. Therefore, the Commission encourages Senate Bill 1059 corridor applications that
request designation for existing corridors on non-federal lands that may be required for future
facility upgrades.

The corridor designation process is an important new tool to facilitate the development of
needed transmission infrastructure in California. The Commission recommends that the
California ISO consider designated corridors in its transmission planning process.

Stakeholders have expressed concerns that competing interests may seek to use a designated
corridor after a utility has paid the costs of the designation process. To address this concern, the
Commission recommends that staff seek agreement among parties with similar transmission
needs both during the development of the Strategic Plan and prior to the acceptance of an
application for corridor designation. This is consistent with Garamendi Principle No. 4, as
identified in Senate Bill 2431 (Garamendi, Chapter 1457, Statutes of 1988).

There is a question as to whether the analysis of non-wire alternatives - required pursuant to
Public Utilities Code section 1002.3 - should be deferred until the final permitting process. The
CPUC currently performs a non-wires alternative analysis as part of its environmental review
process, initiated with the filing of a certificate of public convenience and necessity. The
Commission recommends that it explore options for, and identify the potential benefits of,
earlier consideration of non-wires alternatives in statewide planning processes.

Recommendations on In-state Transmission Projects

Upgrading California’s existing transmission system will provide many benefits for the state’s
ratepayers. A range of upgrades is needed, from relatively simple reconductoring projects
(where the capacity of an existing line is increased by replacing the conductors), to construction
of major new transmission lines. Increased transmission capacity will both ensure system
reliability and provide access to both renewable power and lower-cost conventional generation.

As noted in Chapter 1, Public Resources Code section 25324 directs the Energy Commission to
identify and recommend actions required to implement transmission investments needed to
ensure reliability, relieve congestion, and meet future load growth in both load and generation,
including renewable resources. The Commission interprets this direction as the need to analyze
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and recommend specific transmission path upgrades to meet these goals. For the 2007 Strategic
Plan, the Energy Commission relied upon utility data responses and the California ISO’s 2007
transmission plan to evaluate specific transmission projects proposed to address the need for
transmission path upgrades. As a result, the Commission recommends infrastructure additions
that will provide system benefits (whether economic or reliability), and/or interconnection to
renewable generation (though not necessarily as proposed by the project proponent at the time
of the Commission review), as specific siting issues are addressed during both permitting and
California Environmental Quality Act (CEQA) review. As such, support by the Commission for
the projects discussed here implies neither support nor non-support for a project’s specific route
or siting.

The 2007 Strategic Plan recommends five new transmission projects.? These five projects are:

e Pacific Gas and Electric Company’s (PG&E’s) Central California Clean Energy
Transmission Project;

e The Lake Elsinore Advanced Pumped Storage Project;
e The Green Path Coordinated Projects;

¢ The Los Angeles Department of Water and Power (LADWP) Tehachapi Transmission
Project; and

e SCE Tehachapi Renewable Transmission Project.

The Commission believes that these five projects, in addition to the five projects discussed in the
2005 Strategic Plan, are strategic resources that require specific, swift, and priority consideration
by state regulators.

The Commission also recommends that:

e PG&E and the California ISO expeditiously convene study groups to develop the need
analysis for the Central California Clean Energy Transmission Project;

e If necessary, PG&E should bring a corridor request for the Central California Clean
Energy Transmission Project before the Energy Commission;

e The permitting process for the Lake Elsinore Advanced Pumped Storage Project should
be divided into two parts: transmission and generation. The permitting for the
transmission (the Tallega/Escondido — Valley/Serrano transmission line) should proceed
as quickly as possible;

e The Imperial Irrigation District has completed an internal review of the Green Path
Project draft agreements relating to future upgrade projects. Throughout the review, the
Imperial Irrigation District continued to progress on two of the three elements of the
coordinated Green Path Projects: Green Path North, and the Imperial Irrigation District
Transmission Expansion Plan. Since completion of the review, the Imperial Irrigation

2 See Figure 2 in Chapter 4 for the geographic location of these projects.
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District has resumed negotiations with San Diego Gas & Electric, Citizens Energy, and
the California ISO on the Green Path Southwest Project. The Imperial Irrigation District
should continue its commitment to collaboratively work with other project proponents
to develop projects that mutually work for everyone;

e LADWP is encouraged to coordinate with SCE in its development of transmission in the
Tehachapi region in order to avoid duplicative transmission development; and

e The Commission views three of these projects (Sunrise Powerlink, Lake Elsinore
Advanced Pumped Storage, and Green Path) as part of the solution for California’s
chronic underinvestment in transmission, and also as critical support for meeting
California’s mandated renewable resource and greenhouse gas emission reduction
goals.

Recommendations to Address Western Regional
Transmission Issues

Addressing Public Opposition as a Barrier to Transmission Expansion

Public opposition and “not in my backyard” issues are well-understood impediments to
transmission expansion. It was argued in the 2007 IEPR proceedings that public education
providing consumers with a better understanding of the benefits of regional transmission
expansion could at least partially remedy this problem. The Commission recommends that
public education be included in its broader public outreach program.

Resolving Cost Allocation Issues

Unresolved cost allocation and cost recovery problems may adversely affect the financing of
interstate transmission projects. The Energy Commission, through its Public Interest Energy
Research program (PIER), is currently exploring approaches to address this issue, in addition to
performing work on the issue of strategic benefits. The Commission recommends that this
research continue, with a focus on refining cost recovery/cost allocation work.

Avoiding Potential Project Overlap or Duplication

The Commission is concerned with the apparent overlap and/or duplication of multistate
regional transmission projects discussed in the 2007 IEPR proceedings. Because these projects
are still in their conceptual stages, staff believes that further study and analysis by project
proponents, along with participation in regional planning groups, will help address this issue.
The Commission expects staff to continue to monitor the status of these projects to ensure that
these concerns are addressed.



Achieving Greenhouse Gas Policy Goals with Regional Transmission

Three regional transmission projects discussed in the 2007 IEPR proceedings, the Frontier,
TransWest Express, and Northern Lights projects, are being planned to, at least partially, access
energy from non-renewable sources, including coal. In order to meet California’s greenhouse
gas emission reduction goals, these generation sources have to include innovative
environmental technologies like carbon sequestration. Given the current uncertainties
surrounding the development of these technologies, including their cost, the details of these
projects are far from complete. The Commission recommends monitoring of these technologies
as they are improved and refined.

Achieving RPS Policy Goals with Regional Transmission

Regional transmission projects providing enhanced access to renewable resources are under
active consideration by California utilities in their efforts to meet state-mandated RPS goals. For
example, PG&E’s Pacific Northwest-Canada-Northern California Transmission Project could be
an option for importing regional renewable resources into Northern California. The proposed
project would import base load, load-following, and intermittent renewable resources from
British Columbia (and possibly Alberta) into California. SCE is also examining access to
renewables via the Southwest, as described in Chapter 2. The Commission expects staff to
continue monitoring the status of regional transmission projects that can bring the state’s
ambitious RPS environmental goals closer to reality.
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Chapter 1. New Developments and Drivers since the
2005 Strategic Transmission Investment Plan

The State of Transmission Planning Today

California must take immediate action to develop and maintain a cost-effective, reliable
transmission system capable of responding to important policy challenges, including global
climate change. While the achievement of state greenhouse gas policy objectives by the
electricity sector will depend to a large degree on the interconnection and operational
integration of renewable resource generation with the transmission grid, resolving these
important issues will ease California’s transition to a more carbon-constrained generation base.
However, California utilities must also ensure that projects meeting traditional reliability and
congestion management objectives are developed in a timely manner. Actions already
underway at the state and federal levels to address planning, permitting, financing, and
integration barriers to renewable generation interconnection need to be assessed to ensure that
state policy objectives are met. In addition, California must continue to address important
transmission project and transmission corridor planning and permitting barriers to help achieve
the state’s renewable generation and environmental policy goals.

The Integrated Energy Policy Report (IEPR) and Electricity Committees (Committees) draft 2007
Strategic Transmission Investment Plan (2007 Strategic Plan) was published in August 2007 and is
available on the Energy Commission website at:

[http://www.energy.ca.gov/2007publications/CEC-700-2007-018/CEC-700-2007-018-CTD.PDEF].

The findings contained in the draft 2007 Strategic Plan were presented at the Energy
Commission’s September 13, 2007, Joint Committees Hearing.? Parties were invited to provide
verbal comments at the hearing, as well as written comments by September 27, 2007. Speakers
representing the National Park Service, Southern California Edison (SCE), Imperial Irrigation
District (IID), Lassen Municipal Utility District, Pacific Gas and Electric Company (PG&E), and
The Nevada Hydro Company provided comments at the September 13, 2007, hearing. In
addition, the following parties provided written comments: Southern California Edison,
California Public Utilities Commission staff, the Bay Area Municipal Transmission Group, The
Nevada Hydro Company, Inc., the Imperial Irrigation District, the Lassen Municipal Utility
District, the League of Women Voters, the TransCanada Corporation, and numerous
individuals.* The Energy Commission has considered all comments received and incorporated
relevant information into this report.

3 See website: [http://www.energy.ca.gov/2007_energypolicy/notices/2007-09-13_hearing_notice.html].

4 The September 13, 2007 hearing transcripts and written comments are available at the following website:
http://www.energy.ca.gov/2007_energypolicy/documents/index.html#091307am.
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Report Organization

This chapter provides a “scorecard” of progress made on recommendations from the 2005
Strategic Transmission Investment Plan (2005 Strategic Plan). This chapter also describes the key
developments and drivers that have occurred since the 2005 Strategic Plan was adopted, thereby
setting the stage for the issues and activities in the 2007 IEPR cycle. The discussion in this
chapter applies to all types of electric transmission, including transmission for renewable
generation. A separate discussion of factors related specifically to transmission for renewable
generation is described in Chapter 2: Achieving State Policy Objectives by Removing Renewable
Transmission Barriers.

Chapter 2 focuses on the relationship between transmission infrastructure and state policy goals
concerning greenhouse gas reduction and renewable generation development. The chapter
offers specific recommendations to facilitate construction of new transmission infrastructure
linking renewable generation with the grid. It also discusses transmission corridor designation;
the coordination of renewable generation and the planning and permitting of transmission
infrastructure for renewable generation; timely transmission interconnection and removing
transmission system integration barriers; and the use of state-of-the-art planning tools. The
chapter includes a brief discussion of the recently launched Renewable Energy Transmission
Initiative (RETI), a cooperative stakeholder planning effort, which coordinates various
renewable planning activities in California in a collaborative effort to identify how, where, and
when preferred renewable generation and transmission projects should be developed. This
initiative is overseen by representatives of the California Public Utilities Commission (CPUC),
the Energy Commission, the California Independent System Operator (California ISO), and
several publicly owned utilities (POUs). A diverse stakeholder committee with representatives
from the California investor-owned utilities (IOUs) and POUs, renewable developers,
environmental organizations, land owners, transmission owners and providers, states adjacent
to California, and federal, state, and local agencies will develop the renewable development
plan.

Chapter 3 focuses on corridor-related developments and progress since adoption of the 2005
Strategic Plan, provides an update on the status of the various corridor recommendations
contained in that report, and identifies additional actions required to improve the state’s
transmission corridor planning and designation processes. The chapter also includes a
discussion about implementation of Senate Bill (SB) 1059 (Escutia and Morrow, Chapter 638,
Statutes of 2006) and the Energy Commission’s role in the Energy Policy Act of 2005 (EPAct-05)
section 368 process.

Chapter 4 outlines the criteria for including projects in the 2007 Strategic Plan; the set of projects
analyzed against those criteria; and the categorization of the projects into the following
categories: “2005 recommended projects,” “2007 recommended projects of statewide
significance,” “2007 supported projects of local significance,” and “projects deferred to the 2009
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Strategic Plan.” Finally, this chapter offers specific project recommendations regarding projects
that the Commission believes are necessary to ensure reliability, relieve congestion, diversify
generation sources, and improve the state’s transmission system.

Chapter 5 discusses the major trends and issues associated with regional transmission projects,
the status of proposed regional projects that could provide benefits to California, overcoming
barriers to regional transmission expansion, and proposed recommendations to address barriers
to the development of regional projects.

Purpose and Legislative Authority

In 2004, SB 1565 (Bowen, Chapter 692, Statutes of 2004) added the following section 25324 to the
Public Resources Code:

The [Energy] Commission, in consultation with the Public Utilities Commission, the
California Independent System Operator, transmission owners, users, and consumers,
shall adopt a strategic plan for the state’s electric transmission grid using existing
resources. The strategic plan shall identify and recommend actions required to
implement investments needed to ensure reliability, relieve congestion, and meet future
load growth in load and generation, including, but not limited to, renewable resources,
energy efficiency, and other demand reduction measures.

With the adoption of SB 1565 the Legislature acknowledged the importance of the state’s role in
the transmission planning process, and recognized the Energy Commission as the state agency
best suited to undertake and accomplish this effort. The 2005 Strategic Plan developed a
blueprint for the development of an efficient and reliable bulk transmission system for
California.

In further recognition of the importance of the state’s role in transmission planning, the
Legislature also passed SB 1059. SB 1059 creates a link between transmission planning and
permitting by authorizing the Energy Commission to designate transmission corridor zones
(transmission corridors) on non-federal lands that will be available in the future to facilitate the
timely permitting of high-voltage transmission projects. A transmission corridor can be
proposed for designation by the Energy Commission or by any person or entity planning to
build an electric transmission line in the state. A corridor is subject to review under the
California Environmental Quality Act (CEQA). SB 1059 identifies the Energy Commission as the
lead agency responsible for preparing an environmental assessment for all transmission
corridors proposed for designation. Additionally, any corridor proposed for designation must
be consistent with the state's needs and objectives as identified in the latest adopted Strategic
Plan.
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Status of Key Recommendations from the 2005 Strategic
Plan

The 2005 Strategic Plan included a number of recommendations that address transmission
planning and permitting barriers, resolve transmission system problems, and encourage the
development of strategic transmission projects. This section provides a status update on key
recommendations from that document. For a complete list of all recommendations, see the 2005
Strategic Plan.

Status of Key Transmission Planning and Permitting Recommendations

Develop a comprehensive statewide transmission planning process — Over the last 18 months,
the Energy Commission staff has worked with the staffs of the CPUC and the California ISO to
better integrate electricity transmission planning processes. These efforts have included
improving the coordination between transmission and generation planning and procurement.
Since December 2005, the Energy Commission and California ISO staffs have collaboratively
developed a single transmission planning process that fully coordinates the individual
processes and proceedings of the two agencies.

One key element of the single transmission planning process is the coordination of the IEPR
proceeding and the preparation of the Energy Commission’s strategic plan with the California
ISO’s grid planning process. The California ISO’s most recent California transmission plan is the
vital foundational link upon which the Energy Commission’s strategic plan is built. The Energy
Commission provides essential input to the California ISO grid planning process. This input
includes the IEPR’s electricity load forecast and other planning assumptions used in the
analyses of transmission path upgrades and specific projects. The California ISO relies upon the
IEPR process for load-serving entity (LSE) information not typically available to the California
ISO, as well as for the identification of broad statewide policy preferences and supply and
demand assumptions. As a result of this collaboration, the transmission planning assessments at
the California ISO are now compatible with IEPR-adopted load forecasts.

The Energy Commission, CPUC, California ISO, investor-owned utilities, and several publicly-
owned utilities have initiated the Renewable Energy Transmission Initiative (RETI), a
cooperative stakeholder planning effort that will coordinate various renewable planning
activities being undertaken in California in a collaborative effort to identify how, where, and
when preferred renewable generation and transmission projects should be developed. A
diverse stakeholder committee with representatives from California IOUs and POUs, renewable
developers, environmental organizations, land owners, transmission owners and providers,
states adjacent to California, and federal, state, and local agencies will develop the renewable
development plan. The objectives of this effort are to avoid duplication of effort, coordinate
multiple renewable energy initiatives, facilitate more stakeholder input, and accelerate the
development of renewable resources to meet Renewables Portfolio Standard (RPS) and
greenhouse gas (GHG) goals and requirements.
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The California ISO has prepared a straw man proposal for a new planning process in response
to Federal Energy Regulatory Commission (FERC) Order 890, which will ensure that the
California ISO plays a proactive planning role. The proposed planning process will be more
centralized and include a California sub-regional planning group, which incorporates the input
of the Western Electricity Coordinating Council (WECC) and other sub-regional planning
groups, plus input from the Energy Commission and CPUC that will facilitate the design of
proposed solutions and maximize benefits for all California ISO market participants. This
process will also include the active participation of participating transmission owners (PTOs)
and other market participants to ensure that the California ISO has the information it needs to
design these solutions, and that PTOs and market participants have the information they need
to implement their respective plans. Further information on this process is available on the
California ISO website.> In addition, details of the California sub-regional planning group and
WECC are discussed later in this chapter. Details of other sub-regional planning groups are
discussed in Chapter 5.

Disaggregate demand forecasts for use in the statewide transmission planning process —
After evaluating alternative strategies for improving the accuracy and usefulness of the Energy
Commission load forecasts used by transmission planners, staff determined that the most
effective methodology would be to produce a climate zone-level forecast that also identifies the
loads of distinct LSEs. This more geographically detailed approach will more fully and
accurately capture differences in demand trends in small areas than in previous transmission
planning area forecasts. This added detail will translate more precisely to the bus-level forecasts
used by the California ISO and the utilities, and also ensure that the Energy Commission load
forecast is accurately represented in the bus-level forecasts. The revised demand forecast report,
which includes the climate zone-level forecast, was published in October 2007.6

Establish a designation process for transmission corridors — Transmission corridor planning is
essential for California to develop a healthy transmission system capable of meeting future
electricity needs, integrating renewable resources, and meeting demand in California’s growth
areas. The state authorized the Energy Commission to lead both the transmission corridor
planning and electricity transmission corridor zone designation processes, which are
coordinated with local land use permitting activities in SB 1059. The Energy Commission

5 California Independent System Operator, Documents Webpage — Transmission Planning,
<http://www.caiso.com/thegrid/planning/index.html>, accessed June 14, 2007.

¢ California Energy Commission, October 2007, California Energy Demand 2008-2018 Staff Revised Forecast,
Sacramento, CA, publication no. CEC-200-2007-015-SF,

<http://www .energy.ca.gov/2007publications/CEC-200-2007-015/CEC-200-2007-015-SF.PDF>, posted
October 19, 2007, accessed October 22, 2007.
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initiated a rulemaking in early 2007 that will establish regulations for the implementation of SB
1059 by the end of 2007.7

Extend the length of time for rate-basing IOU corridor investments — As noted in Chapter 3,
the CPUC has failed to take any action that would extend the length of time (five years) that
IOUs can retain transmission corridor investments in their respective rate bases. Because this
issue is critical to the success of the SB 1059 corridor designation process, the Energy
Commission recommends pursuing legislation that would allow IOUs to retain transmission
corridor investments in their rate bases for as long as the Commission designates the
transmission corridor zone in subsequent Strategic Plans.

Authorize the Energy Commission staff to work collaboratively with federal agencies to
determine where complementary state designated corridors can be aligned with federally
designated corridors — As noted in Chapter 3, the Energy Commission provided significant
assistance to federal agencies in the development of a programmatic environmental impact
statement (PEIS) for the designation of energy corridors on federal lands, as required by EPAct-
05 section 368. As a cooperating agency representing the State of California, the Energy
Commission sought to ensure that the state’s energy and infrastructure needs, renewable
generation policy goals, and environmental concerns were considered in the PEIS. In addition,
and in coordination with the U.S. Department of Energy (DOE), the Bureau of Land
Management (BLM) and the U.S. Forest Service (USFES), the Energy Commission established
and has continued to coordinate the efforts of an interagency team of federal and state agencies
to review proposals to designate new and/or expand existing energy corridors, and to examine
alternatives to these corridors on federal lands in California.

Investigate changes to the California ISO transmission expansion tariff — As noted in Chapter
2, on April 19, 2007, FERC granted the California ISO Petition for Declaratory Order to create a
new mechanism to facilitate the wholesale rate financing and development of renewable
transmission lines, known as the “third category” of transmission. The FERC refers to these
third category renewable transmission lines as interconnection facilities designed primarily to
connect multiple location-constrained resources (remote renewable resources) to the California
ISO-controlled grid.

In response to FERC’s action, the California ISO initiated a proceeding to develop tariff
language (the Location Constrained Resource Interconnection Policy, formerly called the
Remote Resource Interconnection Policy) that proposes a financing mechanism for FERC’s
consideration. On October 17, 2007, the California ISO Board of Governors approved changes to
its federal tariff language® and the California ISO filed the new tariff language with FERC on

7 California Energy Commission, Documents Webpage — Transmission Corridor Designation and
Implementation of Senate Bill 1059, <http://www.energy.ca.gov/sb1059/documents/index.html>, accessed
June 14, 2007.

8 California Independent System Operator, News release entitled Greening the Grid Gets Green Light,
October 17, 2007, <http://caiso.com/1c7a/1c7adcfd65£60.pdf>, accessed October 18, 2007.
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October 31, 2007.° The California ISO is working with stakeholders to address a number of
issues associated with development of this tariff.

Investigate regulatory changes to support clustered development of renewable projects — As
a rule, clustered development of renewable generators in high-resource concentrations of
multiple known (or foreseeable) generation projects should be considered under one
interconnection study. Clustered interconnection studies result in faster, higher-quality, lower-
cost, and better-fit transmission solutions. As discussed in Chapter 2, the 2007 Strategic Plan
recommends that the California ISO use clustered renewable project interconnections.

Status of Key Recommendations to Address Transmission System
Problems

The 2005 Strategic Plan made a number of key recommendations to address transmission system
problems, particularly with respect to renewables and the need for continued research and
development of new transmission technologies, including the following:

e Support the formation of stakeholder-based study groups to address operational
integration issues;

e Support the formation of stakeholder-based study groups to develop transmission
expansion plans that allow for the efficient movement of renewable energy to
consumers;

¢ Initiate research to optimize the operation of existing pumped hydro and identify viable
locations for new pumped hydro that would complement intermittent renewable
generation; and

¢ Continue to promote research efforts to improve forecasts of intermittent resource
availability.

e Continue to support the research and development of new transmission technologies
through the Energy Commission’s Public Interest Energy Research (PIER) program.

Since the 2005 Strategic Plan was published, the Energy Commission has approved a contract
with the Consortium for Electric Reliability Technology Solutions (CERTS) to build on its 2005
operational integration intermittency report, and concluded the 2007 Intermittency Analysis
Project concerning the impact of RPS on electric grid operations, which addresses specific
solutions for renewable integration, including the identification of control area resource
attribute requirements. In addition, the California ISO released its 2007 Draft Integration of
Renewable Resources Report, which assesses transmission and operating issues and identifies

9 Alston & Bird, LLP, Counsel for the California ISO, letter to the Honorable Kimberly D. Bose, Secretary,
Federal Energy Regulatory Commission, October 31, 2007,
<http://www.caiso.com/1c88/1c88dad154710.pdf>, posted October 31, 2007, accessed November 1, 2007.
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recommendations for integrating renewable resources into the California ISO-controlled grid.!°
As noted in Chapter 2, CERTS will focus on examining the relationship between renewable
integration and the uncertainty and variability in intermittent resource load and forecasting;
assessing energy storage as a critical strategic resource for the integration of intermittent
resources; reviewing minimum load and ramping requirements (along with the dispatchability
of the current generation fleet); and using this information to create metrics to track the
progress toward a more seamless integration of intermittent resources.

The Energy Commission contract with the Center for Energy Efficiency and Renewables
Technology (CEERT), initiated in late 2005, created the Tehachapi Collaborative Study Group
and the Imperial Valley Study Group (IVSG), which developed conceptual transmission plans
for Tehachapi and Imperial Valley renewable generation resources, respectively. Participation
by the California ISO, SCE, CPUC, and stakeholders in the Tehachapi Collaborative Study
Group helped facilitate the development of SCE’s three certificate of public convenience and
necessity (CPCN) filings for the Tehachapi build-out. On December 21, 2006, SCE entered into a
wind energy contract with Alta Windpower Development, LLC, which doubled the utility’s
current wind energy portfolio by providing between 1,500 and 1,550 MW of electricity. ' The
Imperial Valley collaborative planning effort, with support from the Imperial Irrigation District
(IID), was formed to facilitate a phased development plan for the construction of transmission
upgrades capable of exporting 2,200 MW of geothermal and other renewable resources from the
Imperial Valley. The proposed Green Path Coordinated Projects are a result of the collaborative
planning efforts of the IVSG. The CEERT contract also helped facilitate the California ISO
transmission plan; CPUC approval of the first three segments of the Tehachapi plan; and the
Sunrise Powerlink Project currently seeking CPUC approval.

As noted earlier, the Energy Commission has approved a new contract with CEERT to facilitate
the organization of various agency and utility renewable initiatives in California under the
umbrella of a coordinated statewide agency/utility effort. The objectives of this
interagency/utility effort are to avoid duplication of effort, coordinate multiple renewable
initiatives, facilitate more stakeholder input, and accelerate development of renewable
resources in order to meet RPS and GHG goals and requirements.

The Energy Commission has also approved a contract with SCE to fully develop a web-based
decision-making tool to assess alternative transmission routes based upon environmental and
engineering values. The Planning Alternative Corridors for Transmission Lines (PACT) project

10 California ISO, September 2007, <http://caiso.com/1c60/1c609a081e8a0.pdf>, accessed October 5, 2007.

11 Southern California Edison Company, June 29, 2007, Southern California Edison Company’s Testimony on
Tehachapi Renewable Transmission Project (TRTP) Cost Recovery and Renewable Energy Contracts, p. 8
<http://www.sce.com/NR/rdonlyres/35DF7865-25AC-4287-852B-
4781B576D4E7/0/TRTPCostRecovertRenewableContracts.pdf>, accessed July 12, 2007.
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is scheduled for completion in March 2008."2 It will enable stakeholders and other interested
parties to actively engage in transmission planning and permitting processes so that they can
both assess alternatives and reach consensus.

The Energy Commission provided technical support in the development of the California ISO
South Regional Transmission Plan — 2006, which studied the impact of pumped storage —
specifically, the Lake Elsinore Advanced Pumped Storage Project’s integration with renewable
resources in Southern California. Furthermore, in this 2007 IEPR cycle, the Commission
recommends that the PG&E Central California Clean Energy Transmission Project go forward
(as discussed in Chapter 4), which would both increase transmission capability into the Fresno
area and allow PG&E to more efficiently operate the utility’s existing Helms Pumped Storage
Facility, thereby improving the system’s ability to incorporate intermittent generation resources
like wind generation.’

Status of Recommended Transmission Projects

The Energy Commission recommended five projects in its 2005 Strategic Plan, based on their
respective abilities to provide significant near-term benefits to California through
improvements to system reliability, reduced congestion, and/or interconnection to renewable
resources. These projects met the additional criteria that they could be on line by the end of 2010
(subject to siting and permitting approval), and provide strategic benefits. Strategic benefits
include attributes such as insurance against contingencies during abnormal system conditions,
price stability and mitigation of market power, the potential for increased reserve resource
sharing, environmental benefits, reduction in infrastructure needs, and the achievement of state
policy objectives.

Palo Verde-Devers No. 2 500 kilovolt (kV) Transmission Project

As noted in the 2005 Strategic Plan, the Palo Verde-Devers No. 2 (PVD2) Project would provide
significant near-term benefits to California by both reducing congestion on lines connecting
California and Arizona and providing access to lower-cost out-of-state generation. The
proposed project would also provide strategic benefits to California ratepayers, including
insurance against abnormal system conditions and power outages. PVD2 would increase

12 Spiegel, Linda, Energy Commission, Planning Alternative Corridors for Transmission Lines (PACT): A
Web-based Decision Tool for Evaluating Transmission Lines,

<http://www .energy.ca.gov/2007_energypolicy/documents/2007-04-
17_workshop/presentations/06LindaSpiegel CECPIER.pdf>, posted April 12, 2007, accessed August 31,
2007.

13 See Chapter 4 as well as the following reference: Morris, Ben, PG&E, Transcript of the May 14, 2007
IEPR/Electricity Committee Workshop on In-state and Interstate Transmission and Potential In-state Corridors,
pp. 87-88, California Energy Commission, Sacramento, CA,
<http://www.energy.ca.gov/2007_energypolicy/documents/2007-05-14_workshop/2007-05-
14_TRANSCRIPT.PDF>, posted May 18, 2007, accessed July 23, 2007.
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operating flexibility for California grid operators, reduce market power for generators, and
reduce the need for additional infrastructure in California.

The CPUC unanimously approved the project on January 25, 2007. The Arizona Line Siting
Committee filed a certificate of environmental compatibility for the line on March 21, 2007, after
recording an 8-3 vote in favor of the project. However, several petitions for review were
received after the filing. On May 30, 2007, the Arizona Corporation Commission (ACC)
unanimously denied the project and ordered SCE to remove equipment for the second circuit,
which was installed 25 years ago across Copper Bottom Pass near the state’s western border.
The ACC fined SCE $4.8 million for illegally constructing 13 double-circuit towers in the pass
without permission (in anticipation that one day the utility would build a second line).

In late June 2007, SCE filed a motion for rehearing at the ACC, asking for reconsideration of its
decision to reject the project. The ACC had 20 days to decide whether to rehear the case. Since it
did not act, the request is considered to be denied. As of November 7, 2007, SCE has not
publicly announced any further action.

Sunrise Powerlink 500 kV Project

This project would provide significant near-term system reliability benefits to California, reduce
system congestion and its resultant costs, and provide an interconnection to both renewable
resources located in the Imperial Valley and lower-cost out-of-state generation. Without this
proposed project, the Energy Commission concluded that it is unlikely that San Diego Gas &
Electric Company (SDG&E) would be able to meet its RPS goals.

SDG&E filed a partial application for a CPCN with the CPUC on December 14, 2005, which
sought to bifurcate the decision of need from the determination of routing and environmental
acceptability. The filing contained information on the need for the project but did not contain
information on its proposed route; it therefore did not include the proponent’s environmental
assessment (PEA). The filing indicated only that the project would consist of a 500 kV line
connecting the existing Imperial Valley Substation to a new Central Substation, located
somewhere in central San Diego County, along with additional new 230-kV lines west of the
new Central Substation.

SDG&E’s application included a motion seeking CPUC approval to defer filing of required
information. It further requested that the CPUC explore the issue of project need before SDG&E
provided the outstanding project information, and requested, instead, CPUC issuance of a
decision on need before completing the CEQA analysis. The CPUC held a pre-hearing
conference on January 31, 2006, in order to “get a better sense of the procedural and threshold
legal issues” associated with SDG&E’s motion. At that pre-hearing conference, the
administrative law judge and the assigned commissioner noted that they would like additional
briefing on SDG&E’s motion.* Assigned Commissioner Dian Grueneich issued a ruling on

14 Grueneich, Dian, CPUC, CPUC Assigned Commissioner’s Ruling Seeking Briefs on Legal Issues, February 10,
2006, <http://www.cpuc.ca.gov/word_pdf/RULINGS/53531.pdf>, accessed July 25, 2007.
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February 10, 2006, in which she asked parties to respond to questions regarding the legal
standard for waiving the CPUC’s rules and general orders, as requested by SDG&E, and
whether SDG&E had both met that legal standard and complied with the requirements of
Public Utilities Code, section 1003."> Several parties provided responses by the February 24,
2006, deadline.

Meanwhile, SDG&E entered into a memorandum of agreement (MOA) with IID and Citizens
Energy Corporation (Citizens Energy) on March 16, 2006, to form a partnership for building a
portion of the Sunrise project. The MOA calls for IID/Citizens Energy to build a new 500 kV line
from the existing SDG&E/IID Imperial Valley Substation to IID’s new San Felipe Substation,
and then on to the existing SDG&E Narrows Substation (this project is known as the Green Path
Project-Southwest). SDG&E would then be responsible for building the 500-kV portion from the
Narrows Substation to the new Central Substation, plus the planned 230-kV lines west of that
planned substation.

SDG&E sent letters to the CPUC and the service list on March 22 and April 5, 2006, informing
them of the MOA and its intention to amend its application in July 2006, including updates to
the economic analysis of the project, included in both the application and the completed PEA.

On April 7, 2006, the CPUC issued a Ruling of Assigned Commissioner and Assigned
Administrative Law Judge Denying the Motion of San Diego Gas & Electric Company and
Setting Further Procedural Steps:

This ruling denies the motion of SDG&E to initiate an evaluation of the need for its
proposed Sunrise Powerlink project in this proceeding prior to SDG&E'’s filing of its
PEA and related information required by General Order 131-D, Rule 17.1 of the
Commission’s Rules of Practice and Procedure (Rules), and Public Utilities Code Section
(§) 1003. Based on recent filings by SDG&E indicating that they will be amending their
application in July 2006, we are unable to proceed absent such amendments and the
motion is effectively moot.

The California ISO Board of Governors unanimously approved the Sun Path Project (a
combination of the Sunrise Powerlink Project, sponsored by SDG&E and the Green Path
Southwest Project, sponsored by Citizens Energy and IID) on August 3, 2006. SDG&E then filed
its amended application to the CPUC on August 4, 2006. The CPUC deemed SDG&E’s amended
application complete on September 8, 2006.

On July 24, 2007, CPUC Commissioner Dian Grueneich issued an Assigned Commissioner’s
Ruling (ACR) Addressing Newly Disclosed Environmental Information."” The ACR identified

15 Ibid, p. 2.

16 Grueneich, Dian, and Kim Malcolm, CPUC, CPUC Ruling of Assigned Commissioner and Assigned
Administrative Law Judge Denying the Motion of San Diego Gas & Electric Company and Setting Further
Procedural Steps, April 7, 2006. <http://www.cpuc.ca.gov/word_pdf/RULINGS/55053.pdf>, p. 1.
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three new major issues that must be considered in order for the CPUC and the Bureau of Land
Management (BLM) to comply with CEQA and the National Environmental Policy Act. These
issues are:!$

1. The CPUC must re-examine the alternatives selected for evaluation in the environmental
impact report (EIR)/environmental impact statement (EIS) in light of newly disclosed
information regarding future expandability;

2. SDG&E’s hearing testimony has just disclosed that a new substation related to the proposed
Sunrise Project would be needed to interconnect new wind facilities; and

3. The CPUC must determine the extent to which renewable development should be analyzed
in the EIR/EIS.

As a result, the ACR modified the schedule for the proceeding to extend the release date for the
draft EIR/EIS to January 8, 2008. The draft EIR/EIS examines multiple alternative routes,
including the SDG&E-proposed route that bisects the Anza-Borrego Desert State Park. The
California Department of Parks and Recreation has opposed the Anza-Borrego route. In its
support of the Sunrise Powerlink Project in the 2005 IEPR and the 2005 Strategic Plan, the
Energy Commission neither addressed nor supported a route for the project. The ACR set the
date for the final EIR/EIS to be published on or before June 6, 2008.

The revised EIR/EIS schedule is an interim schedule, pending resolution of Phase I hearing
issues. The July 24, 2007, ACR also noted that on July 18, 2007, during the second week of the
Phase I hearings that began on July 9, SDG&E identified potentially serious errors in its
economic assessment of the proposed project. The hearings were postponed until “SDG&E has
fully vetted its economic analysis and parties have had a chance to understand the impact of
SDG&E’s revisions on their own testimony.”°

On August 13, 2007, the CPUC issued its Administrative Law Judge’s Ruling Setting a New
Schedule for the Completion of Phase 1.20 Hearings resumed on September 4, 2007, and Phase I
opening briefs are due on November 9, 2007.

Tehachapi Transmission Plan, Phase |: Antelope Transmission Project

The Energy Commission believes that the Tehachapi Transmission Plan is crucial to the
development of wind resources in the Tehachapi region and offers significant benefits to

17 Grueneich, Dian, CPUC, Assigned Commissioner’s Ruling Addressing Newly Disclosed Information, July 24,
2007, <http://www.cpuc.ca.gov/EFILE/RULINGS/70486.pdf>, posted July 24, 2007, accessed August 6,
2007.

18 Ibid, pp. 4, 